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ISSUE BRIEF 


School Finance: Many Questions, Elusive Solutions 


The roots of school finance 

Recent international rankings of public spend- 
ing on education show that the United States is by no 
means in the top. In fact, the country ranked thir- 
teenth in comparison with twenty-three other wealthy 
industrialized nations (The Washington Post, Sept. 24, 
1992). In addition to school choice and national 
testing, school financing is among the top issues of 
recent debate among political and educational leaders. 

School finance has become the focus of state 
and local battles for equity in funding between poorer 
and wealthier schools. Large inequities between 
urban and suburban per pupil expenditures are spur- 
ring action on this issue. Some argue that research 
shows that money is not the answer to improving 
student achievement. Advocates say that without 
proper allocation of money and resources, the nation’s 
schools, especially those in urban areas, will continue 
to produce unskilled and unqualified workers for 
tomorrow’s competitive markets. Although poorer 
families are clustered in resource poor schools, school 
finance advocates claim that overhauling the system 
we use to finance our schools will benefit all students, 
not just those most in need. 


The logal debate 
The legal debate over adequate and equitable 
financing has raged for over two decades, with no 
- resolution in sight. Legal challenges to state finance 
systems date as far back as 1967 and continue on to 
the present. Recent challenges include: 
a suit filed by districts with low per-pupil 
expenditures against the state of New Jersey 
that resulted in a new statewide school finance 
law, 
a similar suit filed in Los Angeles that resulted 
in a consent decree of equal per pupil expendi- 
ture across the district, and 
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a suit brought against the state of Tennessee 
that resulted in a ruling which was not favor- 
able to poor districts. 

The rulings in these cases are significant 
because they provide a clear indication that the gov- 
ernment has a responsibility in appropriating funds to 
education. More importantly, these opinions provide 
insight into how the government of cach state sees its 
role in this debate. The Tennessee court ruled in the 
case of Tennessee Small School Systems v. McWherter 
that the state has no duty to mend funding inequities 
between districts and no obligation to set standards. 
At the other end of the spectrum is the Los Angeles 
consent decree, a result of the case Rodriguez v. LA 
Unified. In this instance, the district agreed that all 
800 schools are to receive the same per pupil expendi- 
ture by 1997-98, Other requirements include a cap on 
enrollment to reduce overcrowding and an end to 
poorer schools being assigned the least experienced 
| teachers. In 1990, the New Jersey Supreme Court 
handed down a decision stating that urban districts 
were to receive more state aid than suburban ones 
because disadvantaged students’ needs were more 
costly 


An opinion issued by a Kansas district court 
| judge presiding over such a case during the winter of 
1992 concluded that every child in a public school has 
| a fundamental right to equal opportunities in educa- 
tion. In that regard, the state has the legislative duty to 
| deliver that education and those opportunities to the 
child through funding. Although money is not the 
| final duty of the legislature, itis an imperative one. 


| How schools are funded 
A breakdown of the existing school finance 
| system across states is as follows: 40% of funding 
| comes from local revenue, 54% from state revenue, 
and roughly 7% from the federal government. 
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The most common form of local revenue to 
finance schools is the property tax. The idea of using 
the property tax as a source of local revenue is a result 
of neighborhood residents wanting “local control 
over their schools. User fees for services and facilities 
such as bus service and after-school centers are an- 
other type of local revenue. Local revenue also 
includes money provided to the local educational 
agencies (school districts) by county or city govern- 
ments. These funds are not restricted to specific 
educational services or types of pupils. 

State revenue is raised primarily from personal 
income and retail sales taxes. Other state taxes include 
excise taxes on tobacco products and alcohol, estate, 
gift and severance taxes. In several states, this revenue 
is also derived from state lottery systems. These funds 
include both unrestricted and targeted funds. 

Federal revenue, though it only amounts to a 
small percentage of school funding, is of particular 
concern to urban districts because of the programs 
targeted by this money. Most of these programs serve 
large numbers of disadvantaged and minority youth 
(such as Chapter 1, Drug Abuse Education, Chapter 2, 
Impact Aid, Bilingual 
Education, and programs 


require a program that incurs higher costs than regular 
education. 

But what does more money mean? For school 
finance advocates in Texas, it means an equal dollar 
allocation for each child across the state, with the 
exception of the wealthiest five percent of districts, 
who would receive less state funding. In New Jersey, 
it means providing more state aid to poorer districts so 
proper services can be delivered to special needs 
students. “Equality” is thus defined as the allocation 
of money to meet particular educational needs, not 
necessarily matching dollar amounts for students in 


poorer and wealthier districts. 


Variations in funding between states 
School finance issues are difficult to tackle on a 
nationwide basis because of great variations in funding 
levels that are a result of state per capita income, the 
priority of education in the state budget, the number of 
school age children in the state, and the methods of 
state allocation to local districts. For example, in 
1986-87, the state of Wyoming spent $6229 per child 
and received 2.6% of this from the federal government, 
41.1% from the state and 


56.3% from local re- 
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to urban districts: 
Reliance upon property taxes as a major source 
of school revenue results in disparity because 
taxing the property of wealthy citizens gener- 
ates more revenue even though less affluent 
communities often tax themselves at a higher 
rate to try to obtain enough school funds; 
Decrease in new development in urban centers 
reduces property values which lowers tax 
revenues; 
Commercial real estate is often offered by city 
councils with tax exemptions, also reducing 
revenue; 
State budgets for education have not kept pace 
with inflation; 
Funds do not keep up with increased enroll- 
ment; 
When state aid is determined by Average Daily 
Attendance, urban schools lose out because of 
high absentee rates; 
Some states have attempted to ensure that 
more affluent districts do not receive less than 
poorer districts through “hold harmless” 
provisions; 
Recent trends in education focusing more on 
excellence and standards rather than financial 
equity have relegated the issue of money and its 
critical relationship to successful education to 
the end of the line. 

tricts in jal additional 
Desegregation expenses; 
Administrative/academic costs of high student 
mobility and high absentee rates; 
Disciplinary and special programs for addicted 
and pregnant students; 
Special programs for new student populations; 
Transportation; 
Vandalism; 
Maintenance on aging buildings; 
Food programs (breakfast, lunch, and some- 
times a third meal). 


Why do these disparities matter? 
Disparities in funding are significant for several 
reasons. First, less money means less resources 
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available to students and teachers. In subject areas 
such as science, lack of resources is critical because it 
can mean no lab equipment with which to conduct 
experiments. It may also very well mean no chalk for a 
teacher. 

However, few studies have demonstrated a 
correlation between funding and achievement, José 
Cardenas of the Intercultural Development Research 
Association suggests that one reason for this could be 
that most studies determine achievement by measuring 
basic skills. In reality, it is higher level, additional 
learning opportunities that students in wealthy districts 

| receive disproportionately, and which all students now 
need to succeed in today’s world. 
Recently, a correlation has been found between 
| lack of resources and low achieving students. A study 
| conducted by the Educational Testing Service (ETS), 
The State of Inequality, found lower proficiency scores 
on the National Assessment of Educational Progress 
(NAEP) in those classrooms whose teachers reported a 
lack of adequate materials. Between forty and fifty 
percent of students surveyed in disadvantaged urban 

| areas reported a lack of resources. In schools where 

| poverty levels reached more than thirty percent, nearly 
sixty percent of the teachers had “some” or “none” of 

| the instructional materials they needed j, 1991). 

The National Commission on School Finance 
| to Meet the National Education Goals Act of 1993 is a 
| bill introduced into the U.S. Congress to study financ- 

ing issues. It notes, “[I]n the absence of alternative 
| school finance mechanisms with adequate and ad- 
‘equately structured resources, the hope of national 
education goals, national assessments, and a host of 
other reform alternatives are in jeopardy of foundering 
| on good intentions and rhetoric” (S. 407, Sec. 2(8)). 
| Second, disparities in per pupil expenditures 
| can be extreme between districts. For example, the 
| per pupil expenditure for New York City schools in the 
1989-90 school year was $7299, compared to $15,594 
in Great Neck, an affluent suburb on Long Island. This 
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is due in part to disparities in property taxes and wealth 
distribution. 

Third, in urban areas, school funds are not 
only used for classroom needs but for social service 
needs as well. Today’s urban schools not only deal 
with increased crime and violence but also with stu- 
dents whose home lives include poverty or homeless- 
ness, many forms of abuse, alcoholic or drug addicted 
parents, a child of their own, and possibly even AIDS. 
Child advocates argue that such backgrounds warrant 
use of extensive social services through the school 
system. The urban school, to a large degree, is no 
longer solely an academic environment but also a 
provider of various social Services and programs, 


“History has shown economics to be a major 
determinant of school performance, and today it 
different. It’s not that urban schools are bad 
schools are forced to deal with a variety of social an 
cultural issues that never cross the desks of suburban 
teachers and administrators.” (The Council of the Great 
City Schools, September 22, 1992) 


Why are Latinos particularly affected by 
these ineq 
According to the U.S. Dermen of Educa- 
tion, Latino students comprise one out of every ten 
elementary and secondary school students in the 
United States. At least ninety percent ofall Latino 
students attend schools 
Defense Fund, 1990). 
in cities is one reason why they are so affected by 
financial disparities in education. Between 1968 and 
1986, the white student population in public schools 
decreased by sixteen percent, while the Latino student 
population grew by one hundred three percent. Latino 
students now attend more segregated schools that 
African American students do. 
More than one-third of Latinos attend schools 
that lack proper resources. As was mentioned above, 
the higher the concentration of poor children in a 
school, the more likely the teachers are to lack needed 
instructional materials; and 36% of Latino children live 
in poverty. adents have the 
lowest levels of academic rent, which, given 
the above data, is not surprising. ~~ 


How are Latinos affected by school funding 
inequities? 

First, programs that enroll large numbers of 
Latinos, such as Bilingual Education and Chapter 1, 
continue to be inadequately funded. Appropriations 
for fiscal year 1993 include only a 0.2% increase for 
bilingual programs and a cut of 1.4% for Chapter 1 
basic grants. As long as cuts such as these persist, poor 
services will continue to be provided. In addition, 
Latinos have been underrepresented in programs such 
as Head Start, Chapter 1 and TRIO, while they meet 
the eligibility criteria in large numbers. 

Second, a dilapidated environment becomes a 
hinderance in the learning process for both students 
and teachers, yet lack of proper funding to urban 
schools does not allow for their repair. The average 
age of an urban school building is seventy-five years. 
Many of these structures are in dire need of repair, 
with ceilings caved in and bathrooms that do not 
function. According to the National Coalition of 
Advocates for Students (NCAS), “Without a system- 
atic national effort to raise this urgent need for massive 
capital investment, schools are likey to continue to 
deteriorate. Surveys of state legislative personnel find 


| that issues concerning physical facilities rank last 


among education priorities” (NCAS, 1991). 

The disturbingly high dropout rate among 
Latino students has been cause for great concern 
among educational and Hispanic leaders. The dropout 
rate nationally for Latinos in 1991 was thirty-five 
percent, almost three times higher than the national 
norm. An unwelcoming school environment has been 
cited by students themselves as one reason for why 
they leave school. Boredom—another reason given— 
may arise from a lack of appropriate classroom re- 
sources to capture students’ attention and effectively 
communicate lessons. 

Many disadvantaged students are well aware of 
the disparities that exist between their school and 
others, and thus feel neglected by the system. Jonathan 
Kozol, in his book Savage Inequalities, quotes one 
student, “People on the outside may think that we 
don’t know what it’s like for other students, but we 
visit other schools and we have eyes and brains. You 
cannot hide the differences. You see it and compare.” 


School reform strategies 

Since the most recent school reform movement 
began in 1983, there has been great reluctance to 
address the issue of inequitable school financing. 
“More money isn’t the solution” has been heard so 
often in the past decade that it has become a truism for 
some education professionals. The most commonly 
offered alternative to address the disparities between 
districts is school reform. The appeal of this reform is 
that the changes it envisions are not monetary reforms 
but ideas that are supposed to help schools manage 
their money more efficiently and implement programs 
more effectively. Some of the most popular school 
reform ideas of recent interest include school choice, 
school-based management, national education stan- 
dards and assessments, and a strengthening of school 
and community links. 


Monetary reform strategies 

While some argue that educational improve- 
ment is not a question of money, evidence points to the 
reality that urban schools are not receiving adequate 
funds for needed resources. Carol Ascher of Columbia 
University’s Teacher College has analyzed recent 
research on school financing, summarized the findings, 
and developed three major recommendations to pro- 
mote educational equity in urban schools districts: 


More money. It has already been established 
that disadvantaged students’ needs are more 
costly than those of mainstream students. As 
an example, Ascher discusses details of a 
proposal by the Carnegie Foundation for the 
Advancement of Teaching to direct federal 
money to the largest 100 school districts 
through a National Urban Schools Program. 
The money would be used for all aspects of 
educational improvement including curriculum, 
administration, and teacher “renewal.” Loans 
would also be available to update technology 
and laboratories and to renovate or relocate 
school buildings. 

Better ways of calculating student needs. 
Ascher recommends amending the provision of 
state aid based upon Average Daily Attendance 
to also include actively enrolled students. She 
also recommends basing state aid distribution in 
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part on the costs of educating disadvantaged 
students. As an example. the New York State 
Board of Regents recently approved an effort 
to implement a simplified state aid distribution 
scheme. The plan cuts the number of finance 
categories from fifty-three to three. One 
important category is that of “extraordinary- 
pupils-needs aid” which seeks to ensure that all 
students get a “basic” education. A third 
recommendation would take into account eac! 
school district’s ability to levy taxes and pay for 
educational services. 

Greater autonomy. As the school reform 
debate focuses more heavily on regulating 
school outputs instead of ensuring equity in 
inputs, many school districts worry about a loss 
of creativity in setting the education program. 
Regulating a district's inputs, Ascher argues, 
would equalize “the capacity of poor districts 
to secure a sufficient and highly qualified 
teaching force, and . . . choose among curricu- 
lum and equipment options, just as wealthy 
districts do.” 


The National Coalition of Advocates for 
Students (NCAS), a national students’ rights group, 
argues that funding formulas should be based on four 
important considerations: 


The number of students. This figure calcu- 
lates the number of teachers, staff and the 


money needed for books, supplies, and other 
equipment. 
Special needs of students. This component 


takes into consideration schools’ need for 
extra dollars when their populations include 
those with limited English proficiency, handi- 
caps, etc. 

Square footage of the building. This number 
helps to determine how much money is needed 
to maintain the building and any repairs it may 
require. 

Special programs. These programs may be 
related to outside efforts such as desegregation 
or overcrowding. 


Despite the persistence of the school finance 
controversy, it is not near closure. Definitions of equity 
abound without concurrence by advocates around one 
common meaning. Lawsuits have been the principal 
vehicle used to force state legislatures to re-evaluate 
their systems; however, the intense rancor such law- 
suits have produced in Texas and the overturning by 
wealthy districts of legislative changes made to benefit 
poorer districts in New Jersey are but two examples of 
the contentiousness of the issue. In an era of decreas- 
ing resources, can states increase revenues sufficiently 
to bring poor districts up to the level of wealthy dis- 
tricts? Is it equitable to take funds (or the ability to 
raise funds) away from wealthy districts who are doing ~ 
well academically in order to provide poorer districts 
with more resources? These larger political questions 
have yet to be answered. 


Conclusion 
The school financing debate needs further, 
comprehensive study to develop common terms and 
potential solutions that are economically feasible and 
politically acceptable to the parties involved. Ques- 
tions needing resolution include: 


What are the roles of federal, state, and local 
governments in ensuring equitable access to 
resources for education? 

What is the status of school finance reform 
efforts, judicially and legislatively, in each of 
the states? 
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What local factors go into state and local 
districts” funding decisions? 

What alternative funding models—in other 
states, internationally, or in the research— 
might policy makers consider in finance reform? 
What does it cost to educate particular groups 
of children well, and what are the variations 
across the country? 

What are the specific funding-related factors 
that effect student achievement? 

What makes some communities more willing to 
tax themselves to raise education revenues? 


ASPIRA Association, Inc. 
National Office 

1112 16th Street, NW, Suite 340 
Washington, DC 20036 


WECEIVEDMAY 0 © 1993 


Nonprofit 

Organization 

US. Postage 
Pi 


iD 
Permit #1531 
‘Washington, D.C. 


Dr. Marilyn Aguirre-Molina 
Assistant Professor 

UMDNJ RWJ Medical School 
675 Hoes Lane CB35 


Piscataway, NJ 


\ The 


08854-5635 


Pisvubecdadsebecbsbadacdebadel 


“in the end, doubt remains that per pupil expen ~ 
ditures across district and state lines will ever be equal. 
It is clear though, that as long as dramatic funding 
inequities relate to achievement gaps, per pupil expen- 
ditures will continue to be an important focus for those 
seeking equal educational opportunities. 


